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( \EXECUTIVE SUMMARY

Ontario agribusinesses are innovative, internationally competitive, and adaptive to the challenges and
opportunities associated with changing consumer demands. The sector is one of the most important
economic drivers in the province and includes farm input and service supplier industries, farming,
food and beverage processing, distribution, retail, wholesale, and foodservice industries.! From

farm to table, all aspects of the agri-food sector are interconnected; farmers rely on food processors
to develop top quality, value-added products and food processors rely on farmers to produce a

robust domestic supply of products grown and raised in Ontario. An astounding 70% of Ontario’s
agricultural production is fed into Ontario's food processing industry.?

Together, these industries employ approximately 1in 9 Ontarians and contributed $36.4 billion

in GDP to the provincial economy, representing 5.9% of total Ontario GDP in 2015. Ontario food

and beverage manufacturing industries represent over 15 percent of the GDP contributed by
manufacturing industries in the province.® The majority of Canada'’s food processing industry is
located in Ontario, accounting for 41 percent of Canada’s GDP in food processing. Nationally, the food
processing sector is the second largest manufacturing industry - with shipments valued at

$105.5 billion.#

That said, the province cannot afford to take the continued success of the agri-food sector for
granted. Ontario agribusinesses are experiencing significant pressure to adapt to a series of recent
government announcements, including the introduction of the cap and trade system® and waste
elimination legislation.® Producers and processors are required to divert substantial resources to meet
regulatory obligations - all of which contributes to the cost of doing business in Ontario.

In this report, we present a series of recommendations designed to address these challenges and
support the continued strength, resilience and dynamism of businesses in this sector.

To sustain the competitiveness of the agriculture and food processing sector in Ontario, it is critical
that government adopt an approach to regulatory management that is flexible and responsive to the
economic context in which agribusinesses operate.

To attract, retain and grow businesses in the sector, governments should focus the next Agricultural
Policy Framework on promoting the efficient and sustainable production of food products, developing
the skills of its workforce, improving access to risk management tools and strategic initatives, and
incentivizing innovation in the sector.

The recommendations presented in this report were developed through extensive consultation with
representatives of the agri-food sector, including producer and industry associations. The Ontario
Chamber of Commerce is committed to working with government to enhance the competitiveness of
this industry, which is of fundamental importance to our membership and our communities.
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COMPETITIVE ADVANTAGES OF
. ) THE ONTARIO AGRI-FOOD SECTOR

hroughout its long history, the Ontario agri-food sector has demonstrated its resilience amidst changes in climate

- both natural and political. Ontario farm businesses form the backbone of our robust food system to drive the
Ontario economy forward. Using innovative farming practices, precision agriculture technologies and unique product
diversificiation, our farmers produce over 200 commodities for domestic and global consumption. As demonstrated
in Figure 1, among the top five manufacturing industries in Canada, the agri-food sector was the only one to generate

revenue increases during the economic downturn of 2008.” The food and beverage sector also ranks first in terms of

providing jobs in the Canadian manufacturing sector, ahead of auto manufacturing.® Multiple factors contribute to the
strength of the Ontario agri-food sector. Throughout our consultations, the following four elements were identified as

the most prominent foundations for our success.

Figure 1. Total Revenue in the Top 5 Canadian Manufacturing Sectors 2004-2011
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Brand recognition and traceability of product

Consumers want to be assured of the quality and

safety of the food they consume. In response, retailers
want to demonstrate the source of food products.’
Increasingly, the relative success of agri-food producers
and processors is associated with their ability to track
bio-product throughout the life-cycle - from farm to fork.
Canadian foods have a global reputation in large part
due to the comprehensiveness of the food inspections
and standards upheld by the Canadian Food Inspection

Agency. Ontario agribusinesses are well positioned to
leverage the value of ‘trust’ in Canadian food products
abroad, particularly in emerging markets wherein
consumers have little confidence in the safety of domestic
product. A recent survey conducted by the China Food
and Drug Administration (CFDA) revealed that 75
percent of Chinese consumers have no confidence in
domestic food safety.© Demand for high quality imported
food products is expected to increase in China and other
emerging markets as incomes and access to foreign
products rise."
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Figure 2. Ontario Agri-Food Trade by Region 2015

. United States 74%

. Asia (excl. Japan) 1%

Source: Ontario Ministry of Agriculture, Food and Rural Affairs. 2016. Ontario Agri-Food Trade by Region,

Robust trading relationships

Canada is the world's fifth-largest exporter of agri-food
product. In 2014, Canadian agri-food export sales totaled
$51.5 billion. Ontario agri-food exports were $12.5 billion.”?
As demonstrated in Figure 2, the overwhelming majority

- approximately 75 percent or $10.46 billion - of Ontario
agri-food export goes to the United States.”

Ontario’s Going Global trade strategy helps companies
expand their trade to new markets through the provision
of services at every stage of the export process as well

as the opportunity to participate in sector specific

trade missions. Approximately 1,850 Ontario jobs

are expected to be created through more than 100
agreements and MOUs that Premier Wynne and business
delegates signed on recent Ontario trade missions to
China and India. The estimated value of the agreements
totals $2.8 billion.”

Stewardship of natural resources

The provincial and federal governments are committed

to advancing the sustainability of the agri-food sector.

The most recent mandate of the Canadian Minister

of Agriculture and Agri-Food, includes a commitment

to support the Ministers of Natural Resources and
Environment and Climate Change in directing investments
to make Canadian resource sectors world leaders in

the use and development of clean and sustainable
processes.” Similarly, ensuring the sustainability of
agriculture is a key priority of the Ontario Ministry

of Agriculture, Food and Rural Affairs.”® Recently, the
provincial government announced a soil mapping initiative
that will help farmers adjust their management practices
and contribute to sustainable crop production in the
province.”

8 | Ontario Chamber of Commerce
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These commitments are rooted in a long tradition of government and
industry collaboration in the sector to tackle environmental challenges.
Since 1993, over 35,000 farmers have participated in Canada-Ontario
Environmental Farm Plan (EFP) workshops. Jointly administered by
federal and provincial governments in partnership with the Ontario Farm
Environmental Coalition, the EFP helps farmers to adopt more sustainable
practices.? Producers are continually seeking out those practices that
improve water use and the resiliency of plants to climatic stresses, in

part to manage input costs but also with the goal of protecting Ontario's
valuable natural resources.?

Food and beverage processors have also made significant investments in
the development of sustainability tools and resources. Organizations such
as Provision Coalition are further building responsible sourcing strategies
by partnering with Ontario agricultural groups on the development of the
Sustainable Food and Farm Plan. These type of programs and resources
offer expertise and solutions for members of the agri-food community

to access and implement sustainability solutions that will improve
competitiveness and brand with consumers.

The importance of these efforts and the environmental leadership
demonstrated by government and industry cannot be overstated, given
that agricultural production is dependent on the quality of natural inputs
- the most fundamental of which are soil, water, seed or livestock and
climate.??

World-leading practices and research

Long-standing partnerships among industry, academia and government
have contributed to the establishment of Ontario as a globally renowned
centre of excellence for research and commercialization in the agri-food
sector. For example, the University of Guelph and the Ontario Ministry

of Agriculture, Food, and Rural Affairs have worked together for over

125 years to develop research that has improved and transformed the
agri-food industry. Made-in-Ontario research breakthroughs, such as
Omega-3 enriched eggs, enhance the quality of our product and our
reputation in global markets as a safe and innovative agri-food supplier.?®
In agri-food, like in many sectors, Ontario has consistently been a leader
and innovator. The Ontario Agri-Food Venture Centre (OAFVC) located

in Northumberland County, for instance, is a one-stop shop for food
processing start-up companies and expansions in the province. The centre
offers production, processing, packaging, storing, and business services
designed to add value to food product.?* As will be discussed further in the
report, innovative research and technology clusters in the agri-food sector
have emerged throughout the province. These clusters function to ensure
that food producers and processors have the tools they need to create
products more efficiently and sustainably.

Fertile Ground | 9
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SUMMARY OF
RECOMMENDATIONS

Regulatory Environment:

11 Publicly release economic impact assessments of policy intiaitves that could affect
the agri-food sector to ensure decision-making is evidence-based, participatory,
unbiased and transparent.

1.2. Promote the expansion of the federal/provincial/territorial (FPT) forum to
include the alignment of federal and provincial regulatory priorities, agendas and
approval processes.

1.3. Work with industry and all levels of government to establish a regulatory ‘concierge
service' to assist industry in understanding, navigating, and achieving compliance with
relevant regulatory requirements.

Workforce/Skills Development:

2.1. Work with industry and post-secondary institutions to ensure that program offerings
remain responsive to the needs of agricultural producers and processors.

2.2. Support programs that increase public awareness of the diversity and abundance of
career opportunities in the agri-food sector.

2.3. Leverage existing electronic platforms (portals) to better connect job seekers to
opportunities in the agri-food sector.

Infrastructure:
3.1 Expedite the expansion and reinforcement of natural gas utilities in rural areas.
3.2. Fully integrate the permitting process across provincial departments and
with municipalities.
3.3. Prioritize Connecting Agribusinesses to the Digital Economy

Access to Risk Management Tools and Strategic Intiatives:

4] Advocate for the federal government to support the creation of a Payment Protection
Program for produce sellers in Canada in the event of bankruptcies.

4.2 Establish Food and Beverage Processing as a priority area in the next Agricultural
Policy Framework (APF).

4.3 Ensure that programming in the next APF is effective for the innovative producers of
the agri-food sector.

Innovation:

5.1 Enhance Ontario's research competitiveness by restoring the reduced investment in
applicable federal and provincial innovation tax credits.

5.2 Promote meaningful and well-resourced partnerships between industry, academic

institutions and government by leveraging existing innovation networks.
53 Work with the federal government to develop a national bioeconomy strategy.
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here is an opportunity to leverage the advantages outlined in the preceding section of the report to enhance the

competitiveness of Ontario’s agri-food industry. What follows is an outline of five key indicators of agri-business
competitiveness and associated recommendations. The five areas of focus are: i) the regulatory environment, ii)
workforce and skills development, iii) infrastructure, iv) access to risk management tools, and strategic initiatives
and v) innovation. With respect to each indicator, we have identified the most pressing factors affecting agribusiness
competitiveness and advanced a series of recommendations designed to address those barriers.

Figure 3. Gross Canadian Job Losses From Food Plant Closures by Province 2006-2014
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Source: Sparling, David and Sydney LeGrow. The Changing Face of Food Manufacturing in Canada: An
Analysis of Plant Closings, Openings and Investments. Canadian Agri-food Policy Institute
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Table 1. Premier's Agri-Food Challenge

5 YEAR
2013 (A) CAGR(B) | % CHANGE s::;;:;l
2007-2012 | 20132014 | 0 0
_ $34.5B $35.1B 0.4% 1.6% $40.0B
764,473 781,639 13% 2.2% 859,735
_ $11.8B 1258 4.4% 5.5% $20.5B
$12.3B $12.5B 5.4% 1.4% $20.0B
$36.98 - 2.0% - $51.48
$11B - 2.4% - $1.01B
$1.09B - 11% - $2.2B

Source: OMAFRA. 2015 Scorecard

1. Regulatory Environment

In consulting with members of the agri-food sector

it is clear that business has long felt overwhelmed

and inhibited by a regulatory framework that is overly
prescriptive and difficult to navigate. In order to comply
with regulations, producers and processors are required
to divert substantial resources to meet obligations. This
affects their bottom line and their capacity to invest

in growth. Notwithstanding these challenges, Ontario
agribusinesses are now experiencing increased pressure
to adapt processes to large-scale policy reform, including
the introduction of the cap and trade system, waste
elimination legislation, and delivered electricity costs that
exceed those of competitor jurisdictions.

Previous OCC research has illustrated that the cumulative
burden of recent government announcements is
contributing to a higher cost of doing business in the
province. It is essential that governments reduce, in a
responsible manner, the cumulative burden that adversely

affects the competitiveness of the Ontario agri-food
sector. We were encouraged by the government’s decision
to create and publish an inventory of all the regulatory
requirements affecting the food processing sector as part
of the Red Tape Challenge.®° Stakeholders were invited to
comment on the effectiveness of the 171 regulations that
were identified throughout the consultation period from
August 2 to September 30, 2016.5" We recognize this to
be a necessary first step towards ensuring that red tape is
kept to @ minimum in Ontario.

By adopting a more flexible and responsive regulatory
framework for protecting public interests, the government
will advance the objectives of enhanced innovation, job
creation and sustained economic growth in the province.
It is encouraging that the Government of Ontario has
initiated consultations on the regulation framework

of the food-processing sector.3? As input into these
consultations, the OCC would recommend the following
to Government:

Fertile Ground | 13
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1.1: Publicly release economic impact
assessments of policy intiaitves that could affect
the agri-food sector to ensure decision-making is
evidence-based, participatory, unbiased

and transparent.

While there is a provincial process in place to consult

on regulation, Ontario does not have a process in place
for publicly releasing and discussing economic impact
assessments of policy initiatives. We recommend that the
government adopt the approach recently implemented

by the European Commission to ensure that decision-
making is evidence-based, participatory, unbiased, and
transparent.® Critical to the success of this approach is a
robust post-implementation evaluation process in which
decision makers determine whether the intervention

has had the desired policy outcome(s). This process
should involve a consideration of the unintended effects
of the regulation on the competitiveness of the business
community. By embedding these principles in the
planning and policy cycle, the government will ensure that
regulations are more responsive to the context in which
agribusinesses operate and proportionate to the expected
or observed outcomes.

1.2: Promote the expansion of the federal/
provincial/territorial (FPT) forum to include the
alignment of federal and provincial regulatory
priorities, agendas and approval processes.

The shared federal-provincial jurisdiction in agriculture
makes it possible for both levels of government to develop
regulations. The failure of governments to effectively
coordinate regulatory priorities often results in policy
inconsistencies that are burdensome to businesses

and contrary to government objectives.* As a first

step towards ensuring better alignment, we propose a
review of regulatory priorities, agendas, and approvals be
formalized as an agenda item at the annual FPT Ministers
of Agriculture meetings. The Regulatory SubCommittee
(RSC) included a similar recommendation in its 2015
report to the Value Chain Roundtables All Chairs.®
Furthermore, we recommend that governments work to
introduce an effective and efficient process for resolving
post-implementation conflicts.

14 | Ontario Chamber of Commerce

1.3: Work with industry and all levels of
government to establish a regulatory ‘concierge
service' to assist industry in understanding,
navigating, and achieving compliance with
relevant regulatory requirements

A number of ministries and departments at the federal,
provincial and municipal level are involved in the
development of agri-food related policies. In Ontario,
for instance, agribusinesses are significantly affected by
decisions made by over 15 provincial ministries.

Agribusinesses face a formidable challenge to remain
responsive to regulatory changes made within

these provincial portfolios as well as those made by
departments and ministries at the federal level.

To assist industry in navigating the regulatory framework
and achieving compliance, all levels of government should
work with industry to develop a ‘concierge service' that

is easily accessible and positioned to share knowledge of
all requirements. For example, the Government of Canada
Concierge Service connects businesses to innovation
funding, expertise, facilities and opportunities free of
charge. Materials through the federal Concierge program
are available online and users have the opportunity

to call government for one-on-one assistance from

an expert Innovation Advisor.>®* We recommend that

the government develop a similar service to assist
agribusiness owners and representatives as they navigate
the regulatory framework.
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2. Workforce and Skills
Development

Ontario agriculture benefits greatly from an effective
federal labour policy framework, whereby government-to-
government agreements have established a reliable low
skills labour program through the Seasonal Agricultural
Worker Program (SAWP). This program is the envy

of many countries and its importance to ensuring the
competitiveness of Canadian agriculture cannot be
overstated. Although SAWP covers some seasonal
employment needs, agricultural producers and food
processors also rely heavily on the Temporary Foreign
Worker Program (TFWP) to meet labour demands.

However, regarding high skilled jobs, industry
stakeholders have experienced challenges throughout
their efforts to recruit and retain employees. Research
suggests that food and beverage processing jobs suffer
from the negative perception that careers in this sector
are low paying with minimal opportunities

for advancement.

Fig 4
Share of Employment by Age Group
Primary Agriculture
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These perceptions do not align with the reality that many
jobs in this sector offer good pay and opportunities for
professional growth.*’

Other concerns regarding employment in the sector
include location and the impact of an aging workforce.
With respect to workforce aging, the largest share of
workers in primary agriculture are over 55 years of age.
Although workers in the 25 -45 age group continue to
represent the largest share of employees in the food and
beverage processing industry, the share of workers over
55 has increased significantly from 9.2 percent in 1997 to
17 percent in 2012.38

Because of these factors, labour shortages have the
potential to reduce the competitiveness of Ontario’s agri-
food sector going forward. In a 2009 survey conducted by
the Canadian Agricultural Human Resource Council, one
third of primary agriculture respondents indicated that
they expected to need more employees within the next
five years.*®

Share of Employment by Age Group
Food Processing
1997-2012
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Source: Labour Task Force. Addressing Labour Shortages in the Agriculture and Agri-Food Industry through a National Workforce Action
Plan. http://www.cahrc-ccrha.ca/sites/default /files/RevisedAgAgrifoodWorkforceActionPlan-EN-Feb132015.pdf. Page 13.
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Industry is taking action to address this challenge. In
January 2015, for instance, Food and Beverage Ontario
(FBO) launched the Taste Your Future campaign to raise
awareness of the Ontario food and beverage sector as an
employment opportunity, particularly among youth and
new Canadians.

By building on this and other efforts, the government will
contribute to the realization of the Premier's challenge

to create 120,000 jobs by the year 2020.4° The following
actions would ensure that the supply and skills of workers
meet the immediate and future needs of industry.

2.1: Work with industry and post-secondary
institutions to ensure that program offerings
remain responsive to the needs of agricultural
producers and processors.

Ontario universities and colleges offer a variety of
programs that prepare students for careers in agricultural
production and processing that are reflective of the
diversity of skills demanded by the sector. The Ontario
Agriculture College (OAC) at the University of Guelph, for
instance, provides instruction in areas of study as diverse
as plant science, veterinary, and rural

community planning.”

Throughout our consultations, stakeholders recognized
the need to increase the capacity of existing agri-food
programs and new programs to address gaps in the
current system. In 2012, the OAC commissioned an
assessment of human resource needs in the sector in
which 60 percent of respondents indicated that they
had a preference for formal training in agriculture and
food when hiring.*? In addition to technical skills and
industry knowledge, however, the study also revealed
a growing demand among employers for soft skills
including communication, teamwork, presentation, time
management, and organization skills.** The OAC has
adjusted its program offerings accordingly to provide
students more tools and opportunities to develop

these skills.

We recommend that government work with industry and
post-secondary associations, such as Colleges Ontario
and the Council of Ontario Universities, to ensure that
program offerings remain responsive to the needs of
agricultural producers and processors.

This could involve an updated assessment of human
resources needs in the sector.

2.2: Support programs that increase public
awareness of the diversity and abundance of
career opportunities in the agri-food sector.

Food and Beverage Ontario (FBO) launched the Taste
Your Future campaign in January 2015 with the objective
of raising awareness of the Ontario food and beverage
sector as an employment destination, particularly among
youth and new Canadians.

Campaign research suggests that that there is low
awareness of the size and scope of the sector which
generates $41 billion in revenue, provides over 130,000
direct jobs and exports $7.6 billion in product annually.
Furthermore, as discussed above, survey respondents
demonstrated a series of misconceptions that diminished
their interest in pursuing careers in the sector. There is an
opportunity to attract talent through the communication
of fact-based messages that demonstrate the desirability
and diversity of jobs in the sector.*

The program is funded by Growing Forward 2 (GF2) and is
part of the industry’s efforts to create 60,000 new jobs in
the sector by 2020. Continued funding for this and similar
initiatives through the successor to GF2 would increase
public awareness of the diversity and abundance of career
opportunities in the agri-food sector.

2.3: Leverage existing electronic platforms
(portals) to better connect job seekers to
opportunities in the agri-food sector.

There are some existing websites that recruit talent in
the agri-food sector including the Canadian Agricultural
Human Resources Council, Food Processing Human
Resources Council, Careers in Trades, BioTalent Canada,
and ECO Canada. However, a dedicated and centralized
employment resource where job and career opportunities
in the agri-food industry can be easily located does not
yet exist. A centralized hub where job seekers, employers,
employment centres and educational counsellors

can retrieve information on job competencies/skills

and access job postings would significantly improve

the appeal and potential of the agri-food sector as an
employment destination.
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3. Infrastructure

The federal government has committed to invest $125
billion in infrastructure funding over the next ten years.
Ontario will invest another $160 billion over twelve

years, including $15 billion in infrastructure investment to
projects outside of the GTHA. This includes $100 million
per year under the Ontario Community Infrastructure
Fund to help small, rural and northern communities

build and repair critical infrastructure as well as funds to
expand transportation networks that will contribute to the
movement of goods throughout the province.*®

In addition, the Moving Ontario Forward plan reiterated a
2014 commitment of $200 million through the Natural
Gas Access Loan as well as $30 million through the
Natural Gas Economic Development Grant to attract
new industry, create jobs, and lower energy costs for
businesses and consumers.*

Natural gas offers a safe, reliable and cost effective
alternative to electricity, propane or heating oil. Over
eighty percent of Ontario farms and another 500,000
rural residences have no access to natural gas. Expanded
gas lines in rural Ontario would give over 30,000 farms
and small businesses access to substantial savings for
heating barns, operating grain dryers and generating
electricity on an as needed basis.*’ As articulated

in recommendation 3.1, the realization of these
commitments is necessary to attract and retain agri-food
businesses in the province.

3.1: Expedite the expansion and reinforcement
of energy assets that support economic
development of the agri-food sector.

In the 2016 Budget, the Provincial government restated
its 2014 commitment to introduce a loan program to
support access to natural gas in 2016. Investment in
this area is critical, particularly given that electricity
constraints in many areas of the province restrict
economic development and have led to local electricity
grid instability, and risk damaging expensive equipment.

It is critical that government provide program details
of its $230 million commitment to expand natural gas
infrastructure to ensure that Ontario rural communities

remain competitive and viable in terms of energy costs.
Furthermore, a mechanism that supports competitive
infrastructure development for the growth of the agri-food
sector must be identified. Such a process will be vital to
ensuring major electricity infrastructure projects proceed
on a timeline that will prevent further investment leakage
to competing jurisdictions.

Fertile Ground | 17
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3.2: Improve alignment and coordination of
regulatory bodies at all levels of government
without compromising the quality of

the assessments.

Local food processors in Ontario recognize that much

of the productivity growth that they hope to achieve

will require investment in plant capacity. The expansion
of existing and creation of new plants is good news for
Ontario. In 2011, for example, Canada Bread opened the
Hamilton Fresh Bakery Plant that supports approximately
300 full time and 30 seasonal jobs.”® More recently, the
Government of Ontario partnered with Mortimer’s Fine
Foods to expand the company's facility. The $680,000
investment is expected to have a total value of $6.8
million in increased productivity and exports. In addition,
the expansion allowed the company to create 14 new jobs
and retain 16 existing jobs.”!

It is evident that these investments lead to job creation
and economic development, as well as support future
product innovation. Throughout our consultations,
however, stakeholders commented that their efforts

to expand or construct new facilities are challenged

by fragmentation throughout the permitting process.
While sharing their experience engaging with regulatory
authorities to secure 14 permits, one business owner
commented that multiple levels of government appeared
to be reviewing the same evidence, albeit with slightly
different requirements which created significant confusion
at additional cost.

Stakeholders also emphasized that ‘time is money'.

Given that projects cannot proceed without regulatory
approvals, it is critical that regulatory authorities facilitate
the process as expeditiously as possible to ensure

that businesses are able to open their doors within a
reasonable period. These concerns were articulated in the
Jobs and Prosperity Council report Advantage Ontario in
2012. That report observed that “slow turnaround time
for approving permits are creating significant delays for
Ontario businesses looking to undertake job-creating
development projects”.>? Furthermore, the Council
recognized that “these delays indicate that regulatory
efficiency and approaches to risk management could

be improved, especially with regard to environmental

assessments and permitting approvals without affecting
regulatory standards.”>3

We maintain the Council’s position and suggest that
many of the challenges experienced by agribusinesses
throughout the permitting process could be resolved
through the improved alignment and coordination of
regulatory bodies at all levels of government without
compromising the quality of the assessments.

3.3: Prioritize Connecting Agribusinesses to the
Digital Economy

Agribusinesses should not be disadvantaged as a result
of being located in rural, remote or Northern areas.
Unfortunately, some of the communities in these areas
have access to less than the standard internet speed
established by the Canadian Radio-television and
Telecommunications Commission (CRTC) of 5Mbps.

Consistent with our earlier positioning on this issue, we
recognize that the current broadband infrastructure is
insufficient to support globally-competitive agricultural
practices in Ontario, many of which are optimized through
internet connectivity.

A recent Ontario Federation of Agriculture (OFA) survey
revealed that 94 percent of farmers perceive access to
the internet as being of importance to their business.>*
Today's farms rely on data-based management and
advanced technologies to identify and address issues that
have the potential to affect crop yields, including irrigation
problems and fungal or pest infestations.>

Throughout our consultations, we heard from farmers
who had invested in technology that they were unable
to use efficiently due to insufficient internet access.
Others indicated that they continued to use less efficient
technology with the knowledge that they lacked the
connectivity required to optimize newer equipment.

While we were encouraged by the provincial and

federal governments’ recent announcement to invest a
total of $180 million in the SouthWest Integrated Fibre
Technology (SWIFT) initiative, we continue to advocate
for government to develop a robust broadband investment
strategy that acknowledges broadband as an essential
infrastructure investment and provides equitable access
to the Internet throughout the province.
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4., Access to Risk Management Tools and Strategic Intiatives

The food industry is capital-intensive. Canada’s agri-food industry invests upwards of $14 billion per year in fixed

capital, including buildings and equipment. Approximately 40 percent of this spend was directed towards the
maintenance of existing capital.>®

Figure 5. Investment Performance Food and Beverage and Overall Manufacturing
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As demonstrated in Figure 5, food manufacturing Agriculture and Agri-Food Canada (AAFC) administers
sector investment and net capital stock has increased three broad federal programs through the Growing
significantly since the early 1990s.%” This trend is Forward 2 (GF2) initiative totaling an investment of $1
illustrative of the recognition among industry that billion aimed at generating market-based economic

investment in capital can result in enhanced productivity growth in the agricultural sector®®:

H 58
and improve return on assets. 1. Agrilnnovation: investments targeted at research

The federal and provincial governments have developed and development activities and at enabling

a variety of programs designed to foster economic commercialization and adoption of research.”
development, as outlined in the recent OCC report 2. AgriCompetitiveness: investments targeted
Breaking Barriers: Ontario’s Scale Up Challenge. However, towards programs and tools that will “help the
these programs are not necessarily oriented towards sector adapt to rapidly changing and emerging
factors that influence growth and are largely associated global and domestic opportunities and issues,
with unnecessarily restrictive eligibility criteria.> respond to market trends and enhance business

and entrepreneurial capacity”.®?
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3. AgriMarketing: investments designed to help
farmers and food processors compete in markets
at home and abroad.®?

Additionally, the investment under GF2 includes $2 billion
for cost-shared programs on a 60:40 basis delivered by
the provinces and territories, to ensure funded programs
are tailored to meet regional needs. The Ontario program
supports projects in the following six areas: environment
and climate change adaptation, animal and plant

health, assurance systems, market development, labour
productivity enhancement, and business and leadership
development.

The federal and provincial governments are in the process
of consulting industry on the successor initiative to GF2.%4
Throughout our consultations, stakeholders articulated
that there is an opportunity for GF2 and other government
programs to better reflect the unique funding needs and
strategies of agri-food throughout the supply chain.®® The
recommendations in this section have been designed to
achieve this objective.

4.1: Advocate for the federal government to
support the creation of a limited statutory
deemed trust that provides financial protection
for produce sellers in Canada in the event

of bankruptcies.

Historically, Canadian and Ontario agriculture businesses
were protected under a long standing preferential access
to the U.S. Perishable Agricultural Commodities Act
(PACA). This preferential access was revoked by the

U.S. Department on Agriculture on October 1, 2014. This
has had significant consequences for the fresh produce
industry in Canada.

According to the Canadian Produce Marketing
Association, the changes to PACA rules will result in a
permanent loss to Canada'’s GDP of at least $12.7 million
annually. The lost production results in a permanent

loss of 154 jobs and $5.9 million in labour income. The
creation of a limited statutory deemed trust that provides
financial protection for produce sellers in Canada in the
event of bankruptcies and will meet the U.S. requirements
for a comparable Canadian system in order to reinstate

our preferential access to PACA.%®

4.2: Establish Food and Beverage Processing
as a priority area in the successor initiative to
Growing Forward 2.

Food and beverage processing is an economic driver in
the province. It is critical that the Ontario and Canadian
governments recognize food and beverage processing
as a priority area in the successor initiative to the GF2 to
support growth and innovation in the sector.

4.3: Ensure that programming in the successor
initiative to Growing Forward 2 is effective to
sustain a profitable and innovative

agri-food sector.

It is critical that emerging priority issues, such as climate
change and phosphorus reduction, be addressed through
a distinct funding envelop and do not draw from existing
adaptation funds which are already in short supply.

Fertile Ground | 21



|

5. Innovation

As recognized by Agriculture and Agri-food Canada,
“farm level innovation is a key driver of farm productivity
growth and efficient use of natural resources leading

to a profitable and sustainable primary agriculture
sector”. Nearly half of Canadian farms implemented new
products, processes, and practices between 2011

and 2013.¢

Figure 6. Percentage of Farm Operations that
Introduced New or Significantly Improved
Products, Processes or Practices Between 2011
and 2013

60%

48%
50%

40%

30%

20%

10%

0%

EE Products Innovation

EEN Processes and Practices Innovation

s Any Type of Innovation

Source: Statistics Canada 2013, Farm Financial Survey

Unfortunately, Canada is far from a world leader in
research and development. The World Economic Forum
ranks Canada as 22nd in capacity for innovation, 22nd in
technological readiness, and 27th in company spending
on research and development (R&D). Canada’'s R&D
spending as a percentage of GDP has been declining for
over a decade and is now 1.69 percent, compared to the
OECD average of 2.4 percent.%®
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Canada is the only developed country in the world with
an intellectual property deficit. We spend more importing
technology from other countries than we earn selling
technology abroad. This gap costs $4.5 billion a year.®®

Despite these challenges, Ontario is recognized

around the world as a leader in agri-food research.

The Agricultural Research Institute of Ontario (ARIO)
oversees 17 agri-food research facilities that were most
recently valued at $60 million.”® The research conducted
at these facilities contributes to the safety of made-

in Ontario foods as well as the identification of new
opportunities for residues or purpose grown crops.”!

Recognizing the emergence of the bioeconomy, the
Ontario Ministry of Agriculture, Food and Rural Affairs
(OMAFRA) has directed funding to support research
focused on bioenergy, biomaterials, and biochemicals
primarily through the New Directions Research Program
and the OMAFRA/University of Guelph Partnership
Research Program.”? The bioeconomy refers to the use

of renewable resources derived from plants and waste to
produce a wide range of products, including bio-fuels and
plastics, while minimizing impact on the environment.”?
The industry in Canada consists of over 200 firms,
employs over 3,000 people and generates $1.3 billion in
annual revenues.” As recognized in recommendation 5.3,
however, there is an opportunity to enhance the sector
through the development of a national bioeconomy strategy.

In order to build on the success of Ontario agri-food
research and to continue to drive innovation in the sector,
we recommend that government take the following actions:

5.1: Enhance Ontario’s research competitiveness
by restoring the reduced investment in applicable
federal and provincial innovation tax credits.

The Government of Ontario’'s 2016 budget cut the Ontario
Research and Development Tax Credit (ORDTC) from

4.5 percent to 3.5 percent,”” and the Ontario Innovation
Tax Credit (OITC) from 10 percent to 8 percent.”® The
Government of Canada similarly cut the SR&ED tax credit
from 20 percent to 15 percent in 2014.”7 The reduction

of these investments has made Ontario less open to
innovation. Restoring investment in these areas is a
necessary step to restoring Canadian competitiveness
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in innovation. To address any concerns about the
effectiveness of these funds, government can consider a
robust economic impact analysis and reporting process
that ensures levels of investment are well aligned with
demonstrated need.

5.2: Promote meaningful and well-resourced
partnerships between industry, academic
institutions and government by leveraging
existing innovation networks.

Food and Beverage Ontario has brought together
stakeholders in industry, academia, government,
research and not-for-profits to strengthen the network
of communication and outreach on currently available
innovation assets and to identify gaps. This initiative is
transitioning to a formalized Ontario Innovation Network
that will leverage and capitalize on existing assets,
develop new assets and advance innovation as a means to
improve competitiveness and productivity for the sector.
Success of the network will be contingent on meaningful
and well-resourced industry-government-

academic partnerships.

5.3: Work with the federal government to
develop a national bioeconomy strategy.

Ontario is home to many companies and organizations
working to develop the Ontario bioeconomy. Despite
the emergence of the bioeconomy in Ontario, other
jurisdictions are becoming increasingly competitive as
sites for investment and development. In April 2012,
the United States government released its National
Bioeconomy Blueprint. The document outlines the
government's strategy to realize the full potential of the
U.S. bioeconomy through implementation of the following
five objectives: support research and development
investments; facilitate the commercialization of
bioinventions; improve regulatory processes and
regulations; update training programs to align with
industry needs; and support opportunities for public-
private partnerships.

To date, the U.S. government has invested more than
$237.2 million in bioeconomy research, development and
education grants.”® It is estimated that the bioeconomy
currently contributes approximately $50 billion and

over 250,000 jobs to the US economy.” In addition to
its evident economic potential, the development of the
bioeconomy is associated with numerous environmental
benefits including reduced greenhouse gas emissions.®°

By working with the federal government to develop a
national bioeconomy strategy comparable to the US
model, the provincial government would contribute to the
development of programs designed to meet the needs of
this high-growth industry.
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(_)CONCLUSION

Though a fundamental part of our economy, the Ontario agri-food sector is pressured by a variety of
factors, such as rising input costs and a regulatory framework that is overly prescriptive and difficult
to navigate. In this report, we outlined a series of recommendations designed to redress these
challenges and help grow the competitiveness of the sector. In order for agribusiness to thrive, the
Government of Ontario, and other partners, must remain committed to reducing regulatory burden,
improving access to risk management tools and making strategic investments in infrastructure, skills
and innovation.

Despite the pressures that the sector is experiencing, agri-food remains an economic driver
in the province. In large part, we attribute this to the resiliency and responsiveness of Ontario
agribusinesses to changes in the global context. The strengths of the sector contribute to the
production of traceable, safe and innovative products that are renowned around the world.

We are encouraged by the federal and provincial governments’ efforts to engage stakeholders
throughout the development of the next Agricultural Policy Framework (APF) and to identify
inefficient regulations in the food processing sector as part of the Red Tape Challenge. These
represent clear opportunities to update the current policy framework to be more responsive to the
economic context in which agribusinesses operate. By taking immediate action to implement the
recommendations outlined in the report, the government will plant the seeds of long-term prosperity
in Ontario.

As reflected in our stakeholder consultations, the Ontario business community looks forward to
working with government on initiatives to grow the competitiveness of the agri-food sector.
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